
BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2014-7-G - ORDER NO. 2014-822

OCTOBER 15, 2014

IN RE: Application of Piedmont Natural Gas ) INITIAL ORDER
Company, Inc. to Have the Terms of the ) APPROVING
Natural Gas Rate Stabilization Act Apply to ) QUARTERLY
the Company’s Rates and Charges for Gas ) MONITORING REPORT
Distribution Services ) AND ADOPTING

) SETTLEMENT
) AGREEMENT

This matter comes before the Public Service Commission of South Carolina (the

Commission) pursuant to S.C. Code Ann. § 58-5-420(2) and 58-5-455, a portion of the

Natural Gas Rate Stabilization Act (“Act”), as related to Piedmont Natural Gas Company,

Inc. (“Piedmont” or the “Company”). Order No. 2005-49 1 established a baseline return

on equity for the Company under the Act, based on the Company’s last rate case. See

Order No. 2002-761. Section 58-5-455 sets out a procedure for the handling of

monitoring reports under the Act related to the quarter ending March 31, which we

detailed in Order No. 2005-49 1 at 5.

Briefly, under Section 58-5-455, the Company files the monitoring reports with

the Commission and the Office of Regulatory Staff (ORS). Interested parties may

comment on the reports. Where it appears to the Commission or ORS that an adjustment

in rates may be warranted, ORS shall conduct an audit of the monitoring report and

specify any changes that it determines are necessary to correct errors in the report or to

otherwise bring the report into compliance with the statute. Parties may comment on the
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ORS audit. On or before October 15, the Commission shall issue an initial order setting

forth any changes required in the utility’s request to adjust rates under the statute. Any

gas rate adjustments authorized under the terms of the statute shall take effect for all bills

rendered on or after the first billing cycle of November of that year. This present order is

the “initial order” contemplated by S.C. Code Ann. Section 58-5-455 for Piedmont.

Pursuant to the South Carolina Natural Gas Rate Stabilization Act, Piedmont

submitted its quarterly monitoring report for the twelve-month period ending March 31,

2014, as well as the required revenue calculations and any proposed changes to its tariff

rates necessary to permit Piedmont the opportunity to earn the rate of return on common

equity established in its last general rate case as specified in Section 58-5-420(1).

The ORS conducted a review of Piedmont’s Monitoring Report for the twelve-

month period ending March 31, 2014, to evaluate compliance with Section 5 8-5-430 and

Section 58-5-440 of the Act. The ORS proposed certain adjustments to reported amounts

to bring the report into conformance with those sections. Piedmont filed written

comments advising the Commission that Piedmont had no objection to or comments on

the findings and adjustments reflected in the ORS Audit Report.

A Settlement Agreement was reached by and among Piedmont and ORS

(collectively, the Parties). The Settlement Agreement and exhibits are attached hereto as

Order Exhibit 1. Under the terms of the Settlement Agreement, Piedmont will implement

rates for the twelve-month period beginning with the first billing cycle of November

2014, calculated on the basis of a 10.2% return on equity (“ROE”), instead of the 12.6%

ROE approved by Commission Order Nos. 2002-761, 2005-491, and 2005-567. The
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Parties agree that Piedmont will adopt the accounting adjustments of ORS as set forth in

Schedule 2 attached to the Settlement Agreement. The Parties further agree that, based

upon the accounting adjustments proposed by ORS and adopted by Piedmont, and the

agreement of Piedmont to implement rates based upon a 10.2% ROE, South Carolina

ratepayers will realize a decrease in current margin rates totaling ($2,850,000). The

Settlement Agreement states that this equates to a reduction of ($4,665,000) for South

Carolina ratepayers when compared to rates calculated on Piedmont’s authorized 12.6%

ROE, which was authorized by Commission Order Nos. 2002-761, 2005-491, and 2005-

567. The Parties further agree to a decrease in demand cost of ($4,234,417) due to a

demand cost over-recovery.

We have examined the accounting and pro forma adjustments proposed and

agreed upon by the Parties, as well as the Settlement Agreement, and we take no

exception to them.

FINDINGS AND CONCLUSIONS

1. S.C. Code Ann. Section 58-5-455, a portion of the Natural Gas Rate

Stabilization Act, requires the filing of certain documents and the issuance of this Initial

Order.

2. Changes are required to the Company’s request to adjust rates.

3. ORS has suggested certain changes to which Piedmont does not object, as

outlined above. Indeed, the parties have reached a Settlement Agreement.

4. This Commission has found no other changes appropriate or necessary

other than those agreed to by the Parties.
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5. The Settlement Agreement is approved. This Commission adopts the

changes and adjustments proposed by the Parties and the resulting rates and charges.

6. The new approved rates and charges shall be effective for bills rendered

on and after the first billing cycle in November 2014, subject to changes under the

Company’s Gas Cost Recovery Mechanism.

7. If it has not already done so by the date of issuance of this Order, the

Company shall file its revised tariff utilizing the Commission’s e-fihing system for tariffs

prior to its first billing cycle in November 2014. The revised tariff should be

electronically filed in a text searchable PDF format using the Commission’s DMS System

(http://dms.psc.sc.gov). An additional copy should be sent via email to

etariffi’ipsc.sc.gov to be included in the Commission’s ETariff System

(http://etariffpsc.sc.gov). Future revisions to the tariff should be made using the ETariff

System. The revised tariff shall be consistent with the findings of this Order and shall be

consistent with the Commission’s Rules and Regulations, as well as the provisions of the

Settlement Agreement.
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8. This Order shall remain in full force and effect until further Order of the

Commission.

BY ORDER OF THE COMMISSION:

ATTEST:

yahairan

Swain E. Whitfield,
(SEAL)
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BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2014-7-6

September 3, 2014

iN RE: Application ofPiedmont Natural Gas )
Company, Incorporated to Have the Terms of )
the Natural Gas Rate Stabilization Act Apply ) SEITLEMENT AGREEMENT
to the Company’s Rates and Charges for Gas )
Distribution Services )

This Settlement Agreement is made by and among the South Carolina Office of

Regulatory Staff (“ORS’) and Piedmont Natural Gas Company, Inc. (“PNG” or the “Company’)

(collectively referred to as the “Parties” or sometimes individually as a “Party”).

WHEREAS, by Public Service Commission of South Carolina (“Commission’) Order

Nos. 2005-491 and 2005-567, dated September 28, 2005 and October 13, 2005, respectively, the

Commission established a baseline for PNG under the Natural Gas Rate Stabilization Act (the

“RSA”) and approved certain accounting adjustments proposed by ORS and PNG;

WHEREAS, pursuant to S.C. Code Ann. § 58-5-455 (Supp. 2013), PNG filed its

Quarterly Monitoring Report and Proposed Rate Changes with the Commission on June 12,2014

for the review period consisting ofApril 1,2013 through March 31,2014 (“Review Period”);

WHEREAS, the Report of ORS’s examination of PNG’s Monitoring Report for the

Twelve-Month Period Ending March 31, 2014, pursuant to the RSA, was filed with the

Commission on August 28, 2014;
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WHEREAS, the Parties to this Settiement Agreement are the only parties of record in the

above-captioned docket;

WHEREAS, the Parties have engaged in discussions to determine if a settlement of this

proceeding would be in their best interest and,

WHEREAS, following those discussions, the Parties have each determined that their

interests, and ORS has determined that the public interest, would be best served by settling the

above-captioned case under the terms and conditions set forth below:

1. PNG wifi implement rates for the twelve-month period beginning with the first

billing cycle of November 2014 calculated on the basis of an 10.2% Return on Equity (“ROE”)

instead of the 12.6% ROE approved by Commission Orders No. 2002-761, 2005-491, and 2005-

567.

2. The Parties agree that the following are the only attachments to this Settlement

Agreement: Schedule 1 (Net Operating Income and Rate of Return); Schedule 2 (Explanations

ofAccounting and Pro Forma Adjustments); and, Schedule 3 (Weighted Cost of Capital).

3. The Parties agree that PNG will adopt the accounting adjustments of ORS as set

forth in Schedule 2 as attached to this Settlement Agreement.

4. The Parties agree that, based upon the accounting adjustments proposed by ORS

and adopted by PNG, and the agreement of PNG to implement rates based on an 10.2% ROE,

South Carolina ratepayers will realize a decrease in current margin rates totaling ($2,850,000).

This equates to a reduction of ($4,665,000) for South Carolina ratepayers when compared to

rates calculated at the authorized 12.6% ROE.

5. The Parties agree to a decrease in demand cost of ($4,234,417), due to a demand

cost over-recovery.

Page 2 of 5
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6. The Parties agree to cooperate in good faith with one another in recommending to

the Commission that this Settlement Agreement be accepted and approved by the Commission as

a fair, reasonable and full resolution of the above-captioned proceeding. The Parties agree to use

reasonable efforts to defend and support any Commission order issued approving this Settlement

Agreement and the terms and conditions contained herein.

7. The Parties agree that by signing this Settlement Agreement, it will not constrain,

inhibit or impair their arguments or positions in future proceedings. Should the Commission

decline to approve this Settlement Agreement in its entirety, then any Party desiring to do so may

withdraw from this Settlement Agreement without penalty.

8. This Settlement Agreement shall be interpreted according to South Carolina law.

9. Each Party acknowledges its consent and agreement to this Settlement Agreement

by authorizing its counsel to affix his or her signature to tbis document where indicated below.

Counsel’s signature represents his or her representation that his or her client has authorized the

execution of the agreement. Facsimile signatures and e-mail signatures shall be as effective as

original signatures to bind any Party. This document may be signed in counterparts, with the

various signature pages combined with the body of the document constituting an original and

provable copy ofthis Settlement Agreement

IPARTY SIGNATURES TO FOLLOW ON SEPARATE PAGES]

Page 3 of 5
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Representing the South Carolina Office of Regulatory Staff

jçr &(qi4J1L4i2A
Shannon Bowyer Hudson, Esquire
South Carolina Office of Regulatory Staff
1401 Main Street, Suite 900
Columbia, South Carolina 29201
Tel.: (803) 737-0889
Fax: (803) 737-0895
Email: shudsonregstaff.sc.gov
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Representing Piedmont Natural Gas Company, Inc.

\
Janes FI>.{effries, IV, Esqui \
Scott M. Tyler, Esquire
Moore & Van Allen, PLLC
100 North Tryon Street, Ste. 4700
Charlotte, North Carolina 28202
Tel.: (704) 331-1079

(704) 331-2463
Fax: (704)339-5879

(704) 378-1963
Email: jimjeffries@mvalaw.com

scotttyler@mvalaw.com

Page 5 of 5
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SdIImareet Scbedde 2
Piedmont f4at.ral Gas Cas.oy
5.. Comb.O

Laplinadoas .lAecamtIig and Pr. Feemo Adjm(a.ts
For Ibe Test Year Laded Mereb 33, 2014

fl.es N.. 2114-7.G

Line Per Per
Drlodon ORS

Onerab. R...as -S.k Trmo,t.d.. pICas

Todcceaewonagoing4cvdbaL S (487j99) S cg.4g7.gog

Total Cinar.t Besenmo -S.in ned Tranrt.den .1G., S 1L437399) S (S4S7.g99

2 C.a.1Gu

To dac,mae cost ofas on a gafng’Icvd bash. $ (7314.041) S (7.814.048)

Ted Cost .1 Gas $ (7.8)4.048) $ J7.814.048)

3 (ina. ned M’-ce E..aase,

a. Toe 1bedicpanoHenpemrasvtMarch3I,2014. $ (188,964) S (188,964)

h. Toh pemos ford,. ealmyned payroll InveatmentpThe pini allowa pado s as
dthr. portion ofd,eirbsteiy and the Compasy motches aportlan oldieeaa
coctdbution. 44,175 44,175

c. To ndfu pension COStS litciuded In die flUng. (474.205) (474,205)

d. To aima uncollectible gas margin Iitfli2ing die applicable uxoltectible margin rate .1.20266%. (239,518) (239,518)

e. To decrrste expenses for .‘stlons to no..jaih,y .c1Ivldes (24,143) (24,143)

f. To Increase aspe for the Long-Tam Incentive Pb.. 170.831 170,831

- To decrease exp far she Short-Tam Inceotive Plan. (234,579) (234,579)

Ii. To decimo. expeisas forth. Mlasion Value Parfonnance Incentive Plea. (192.3641) (192,360)

i. To increase expenses the group Insurance. 1,799 1,799

j. To increase expenses for neordmadon oleady redrensait incentive. 108,574 108.574

k. To decrease mo flit the South Carolina —,---“ fee. (16.993) (3.055)

I. To dec mae.s for hans dies a. non.flowible fort -.&t.g purposes. (153,964) (485,762)

as. To adjon for South Carolina Environmental aspase. (64,975) (64,975)

a. To adjust for flanchhse foe expense. (483,620) (483,620)

e. To wdtc-off Robman INC peqlect. 4) 535.429

Teed O....d sad‘-. S - (1.747382) $ (1,556.373)

Page) of4
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SdOon &heduIe2
Piedmont Natural Gas Cmqmny

loath Careba Operation,
Explonadoos .rAccv..th.g and Pro Fern. AdJ..ts

For the Tact Year Eided Much 31,2014
D.dictNo. 2014.7.G

Per Per

___

ORI

4 Dmowbdo Lanme.

To Increasedqon expeale on a golng4ovcl basIn using the mon cusreos dJ..tlo* study
S 759.681 S 759.681

$ 759fl $ 759 681

S Coneeal Taxes

a. To &creow payroll tax eapone. (89.399) (89,399)

b. To decrease ftinchlse taxes (NW of .3%) and gross receipts (roe of.207764337%) for the

adhuonem mad. to dacron. NVmi ale gcii4evd bia. (44.089) (43.099)

TatslG.ralTaxac S (133A88) S (132.498)

6 Stale Income Tame

To adjust state Incmas NWz (sate of 5%) to reflect die impact on income for xcoundng and pm
fotme a4justmcnta. $ (219.830) $ (299.483)

Total Stain mnc,T.sac S (289.830) S (lOOMS)

7 Fd bean. Tax.,

To 4utc (admit income tame (sate of35%) so reflect the impact on income for accounting and
pm feam. idjuanacuta. S 390.500 S 326.307

Total Federal mace Tea., 390.500 S

________

8 Grouth

To adjust ant operating income to reflon an anticipated (acrom. mco wth (rate of .72%)
for fodjusnnenisto operating reveaure and expenses. S 24 S lM

TtaI C —— Gr.wth 2.500 S 1.645

9 C Werkina Ca

To cidt working capiml for die pm ferns. adjuMi.ute to operation and iieomcc
expanses (roe ci 12.5%). S (218.485) S (194.546)

T.tslCWwh S £11*.415 S 1194.546)

10 Oicradu Rasenmo - Site end Trenmetia .fGas

To decrease revenues Omit die sale end mecudmo(ges (be the proposed mmWhi doc,
ORS baa recalculated tide adjustment utilizing nil ORS adjustments to cpcmthig revenues. S 1.6 14.145 S (2.850.000)

______________________________

S - 1.614.143 $ (2.850.000)

Page 2 of4
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Sd”i.-4 Schednle 2

Pkdm..t NaInril Ga. Company
Smith CanOn. Opcridma

Ezplaoadon. orAccoundag and Pro Forms A4Is.tment.
Far the Teat Veer Ended MonO 31,2014

Docket No. 2014-7-C

Us.

II Doaredo., ..dlelenanee Eammsee

To adjust die pzovioo for s. oflectible account. (3244%) for the pmpotud mmii. decrease. S — 3.27) S (5.776)

$ 3.27) S (5.776)

12 Caner Teem

To atust freachiac taxea (rate of .3%) and gemp receipt. ice (rite of .207764337%) for the
pmpoaed marIn $ 8,384 $ (14.471)

TitalCeneeniTum S 1.384 S (14,471)

IS Stale tacoma Team

To adja income taxes (ml. ot5%) te reflect the üupictoa macme from the prepcscd mmii.
dacemse. S 10.124 $ (141,418)

TotalStaIeIs.ieTaam $ 10.124 S (141.488)

14 Federal lanom. Tax.,

To adjust fodmal income raze. (meo(35%) to reflect di. Impact on income from the proposed
amP. decomse. S 332.828 S (940.893)

Toed Fedacal 1.ea Taxes $ 532.828 S (949.$93)

13 C.atms.r Growik

To adjust net opraituig brermic to reflect an .i.tkipd bicti. caitolme wth (rate of .72%)
for die proposed $ — 7.125 S (12381)

_____________

S 7.125 S tl2.5IJ

16 Door. lavans.a .Sand TramseeI.t*n of Gee

To decrease die revenue requirement for the ialc sad kIiiputtatiOn ofg.e asaocbtsd with demand
cost ovor-izeoveiy. S (4.234.915) $ (4.234,417)

Teed Doaradne love.... -Sale and Trananortade. of Qis S 14.234.915) S (4234A17)

17 CastedGas

To decrease corn ofgas (Or the demand cost over-recovay usingademand cost nUocatlon factor of
14.92% basol upon die most recent desitn day study. S (4.304.335) $ _jI.204J35)

Teed Coat .t Gas S (4.204.3351 S 14.204.335)
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Setilmae.t Scbede 2

-..t rai,rai Gas Coiqa.y
SouthCa Operodoui

Eipb..dus if Accounting nod Pro Firma AiJ..h.,ii.h
FortheTetYeirE.drdMarcb3j, 2014

P.cbetNv.2014-7G

Line

IS Onernas nod Oloinienoure

To deciema the piovlsbt for unccllecdbk uvcanie (ime et.20266%) Ibllowbig lb 4oaun
lbrdemind cost or.recovciy. $ (8.582) S (8.581)

1jOnentin.. nod EiS S (LS} S
— (8.511)

19 Ge.er.l Tozas

To deadie franchise maas(PaIc of .3%) mid giom receipts ma (oste of 207764337%) ftw the
venue(brdedcestoveiecoveiy. S (21.998) .5 (21.501)

T.tslGanr,utTases S (2l.891 $ (21i0fl
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